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Boosting Retirement Readiness
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The Secure 2.0 Act of 2022 expands some provisions contained in previous

versions of the Act and adds some new ones. The goal is to make saving for

the future easier.

New Age for RMDs

The Act raises the age for taking required
minimum distributions (RMDs) from qualified
retirement plan accounts. As of January
2023, the age for beginning withdrawals
from 401(k) and similar plans is 73,
increasing to age 75 in 2033. Delaying
RMDs allows more time for money to remain
in retirement accounts tax deferred.

Disadvantages of Later Withdrawals
RMD amounts are based on the
account balance at the end of
the prior year
and the

account owner’s
life expectancy.
Delaying RMDs
may mean a retiree
will have to take
larger distributions based on a larger account
balance, potentially moving the retiree into a
higher tax bracket. The additional income
could also increase Medicare Parts B and D
premiums and subject more of a person’s
Social Security benefits to taxation.

Lower Penalties

Penalties for failing to take an RMD are
reduced from 50% to 25% of the amount
not taken. The penalty is further reduced to
10% if the failure to take the required
amount is corrected in a timely manner.
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Catch-up Changes

After December 2023, catch-up contributions
for plan participants ages 50 and older will
be indexed to IRS cost-of-living adjustments
(COLA). In 2025, catch-up limits for 401 (k)
participants ages 60 to 63 will increase to
the greater of $10,000 or 150% of the regular
catch-up amount. After 2025, the catch-up
amount will be indexed for inflation.
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I am committed to helping
my clients achieve

their financial goals for
themselves, their families
and their businesses

by providing them with
strategies for asset
accumulation, preservation
and transfer.

Emergency Withdrawals
Beginning in 2025,

participants can access
up to $1,000 annually
from their retirement
savings without penalty
for emergency expenses.
The participant may

repay the distribution within
three years, but cannot take additional
distributions during that time, unless the
distribution has been fully repaid. Victims of
a federally declared natural disaster can
withdraw up to $22,000 from retirement
accounts penalty free for disasters that
occurred after January 25, 2021.

Automatic Enroliment

In 2025, employers with new 401(k) and
403(b) plans will be required to automatically
enroll eligible new employees in the plan.
Employees can then choose to opt out of
the plan.
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Inflation and
Your Tax Bill

Inflation is measured by changes over
time in the price of a fixed basket of
goods and services that represent the
everyday purchases of U.S. households.
Each year, the IRS makes adjustments
for inflation to certain items used to
prepare your income tax return.

These items include income-tax brackets,
standard deductions, capital gains income
thresholds, the earned income tax credit, and
retirement plan and IRA contribution limits,
among others. All are adjusted to reflect
inflation during the previous year, based on the
Chained Consumer Price Index for All Urban
Consumers (Chained CPI-U).

But some items that can have an impact on your tax bill are
not adjusted for inflation.

Social Security Benefits

Although Social Security benefits generally receive a
cost-of-living adjustment each year, the income thresholds at
which benefits are taxed have remained the same: $25,000 for
single filers and $32,000 for married taxpayers filing jointly.
Depending on your income, up to 85% of your benefits could
be taxed.

Home Sale Tax Exclusion

The amount of gain on a home sale that can be excluded from
tax remains at $250,000 for single filers and $500,000 for
married joint filers, despite increases in housing prices.

You must have lived in your home for at least two of the last
five years before the sale to claim the exclusion and haven’t
claimed an exclusion in the previous two years.

Surtax on Investment Income for High Income
Individuals

A surcharge of 3.8% on net investment income, such as
dividends, interest, and capital gain, applies to single filers with
modified AGI over $200,000, and married joint filers with
modified AGI over $250,000. In addition, the 0.9% surtax on
earned income, including wages and self-employment income,
is not inflation adjusted.

Your tax professional can help you make the most of any
deductions and credits you may qualify for that can lower your
tax bill.

A Financial Wellness Checkup

How are your finances doing? If you’re not sure, it may be time to take steps to assess your financial health.

Find your net worth. Net worth is what you own — savings, investments,
cars, property, valuables — minus what you owe — loans, credit card balances,

car payments, mortgage, etc. The result is your net worth.

Review your budget. See where your money is going and make

adjustments.

Start an emergency fund. Set aside money from each
paycheck for unexpected expenses.

Contribute to a retirement plan. Join an employer’s
plan or open an IRA.
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Don’t Put Off
“The Talk”

How much have your parents shared with you about their
finances and estate plan? It’s a difficult subject for most
families. Parents often don’t want to discuss their personal
finances, and adult children may be reluctant to initiate the
conversation. Even when parents are active and in good
health, it’s important for children to have information about
their financial situation and the plans they have in place.

A Beginning
Although not a comprehensive list, parents should share the
following information with their adult children:

«*  Estate planning documents, including wills, powers of
attorney for finances and health care, and any trusts
they’ve created

< Names, contact information and account numbers for
financial institutions, brokerage firms and insurance
companies

<+ Information on retirement and investment accounts,

pensions and annuities

Contact information for their attorney, financial advisor and

accountant/tax preparer

Loans or other outstanding debts

A list of credit cards with account numbers

Location of safe deposit box and keys

Logins and passwords for all accounts (including social media)

Vehicle titles/registration/insurance

Location of deeds to property and cemetery plots

Funeral arrangements and/or final wishes
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It’s Time to Ask
When parents aren’t
forthcoming about
their situation, adult
children may have
to take the first
step. Framing the
discussion around
something you're
doing, such as
making your own
will or designating a
power of attorney,
can get the conversation started. Asking their advice on some
aspect of finances or investing may encourage parents to share
their financial information.

Assess Their Abilities

Keeping in touch with parents is the best way for adult children
to pick up on any decline in their ability to handle their finances.
If you’re concerned, offer to help with financial tasks, such as
banking, investing and paying bills. Monitoring their accounts
online can help protect them from fraud and scammers.

Understanding APR

If you apply for a loan or open a savings or
investment account that pays interest, the
documents you sign will include the annual
percentage rate, or APR. APR is the yearly
interest rate charged for borrowing money or the
annual interest rate earned on an investment.

The APR offered to a borrower will depend on
several factors, including competing rates offered
in the market, the prime rate set by the central
bank, and the borrower’s credit score. Typically,
borrowers with the highest credit scores are
offered the best rates.

APR may be fixed or variable. A fixed APR loan has
an interest rate that’s guaranteed not to change
over the term of the loan. A variable APR may
change at any time. Lenders may charge different
rates for purchases, balance transfers and cash
advances.

Consumers can use APR to compare lenders,
credit cards or investment products. Do your
research to find the best rates.

Welcome to the
Sandwich Generation

Approximately one quarter of U.S. adults are members of

the “sandwich generation” — individuals who have
parents older than 65 and who either are raising at least
one child younger than 18 or have provided financial
support to an adult child.* Adults in their 40s are the
most likely to be part of the sandwich generation.

THE SANDWICH GENERATION
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Fmanclal Security Begms When You re Young

When you tossed your mortarboard in the air at graduation, you probably weren’t thinking about the day you
would retire. But planning for retirement starts decades before you ever leave the workforce. Ideally, it begins
with your first adult job and continues throughout your career. Taking steps to ensure your success should

be a priority.

Defining Goals

You can’t get where you want to be if you don’t know where
you’re going. Setting goals should be your first step once you
start working, even though some of those goals may change
over time. Set short-term goals for wants that are a few
months or years away, such as saving for a car or starting an
emergency fund. Mid-term goals have a longer time frame.
They might include paying off student loans or saving for the
down payment on a house.

Long-term goals are far in the future. Saving for retirement is
the goal that will take the longest and require the most money.

Starting to save early in your career is your best route to success.

Choosing a Career

Earning potential is important when you’re choosing a career,
but it isn’t the only thing to consider. Job satisfaction is just as
important if you hope to thrive. Start by researching jobs in a

field that interests you and look at the long-term career prospects.

Consider whether there are opportunities for travel if that is
important to you — or the ability to stay local if it’s not.

Saving Smart

Take advantage of any tax-advantaged savings opportunities for
which you’re eligible. Your employer’s 401(k) plan, traditional and
Roth individual retirement accounts, and health savings accounts
(HSAs) offer tax benefits that can help you accumulate savings.

Networking

Joining professional organizations will help you meet people in
your field. Interacting with others who have similar interests
could lead to new career opportunities.

Managing Finances

Your success at saving enough for a secure retirement will
ultimately depend on your ability to prudently manage your
finances. By living within your means and keeping your spending
in line with your financial obligations, you will have the best
chance for achieving your retirement goals.

This publication is not intended as legal or tax advice. All individuals, including
those involved in the estate-planning process, are advised to meet with their tax
and legal professionals. The individual sponsor of this newsletter will work with
yourtax and legal advisors to help select appropriate product solutions. We do not
endorse or guarantee the content or services of any website mentioned in this
newsletter. We encourage you to review the privacy policy of each website you
visit. Limitations, restrictions and other rules and requlations apply to many of the

We Value Your Input...

Your feedback is very important to us. If you have any
questions about the subjects covered here, or
suggestions for future issues, please don't hesitate to
call. You'll find our number on the front of this
newsletter. It's always a pleasure to hear from you.

financial and insurance products and concepts presented in this newsletter, and
they may differ according to individual situations. The publisher and sponsor do
not assume liability for financial decisions based on the newsletter’s contents.
Great care has been taken to ensure the accuracy of the newsletter copy prior
publication,; however, markets and tax information can change suddenly. Whole
or partial reproduction of Let’s Talk Money® without the written permission of the

publisher is forbidden.
©2023, LTM Marketing Specialists LLC
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